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MASSACHUSETTS  COMMUNITY  DEVELOPMENT  FINANCE  CORPORATION  ■  ANNUAL  REPORT  1984 


The  Massachusetts  Community  Development 
Finance  Corporation  (CDFC)  is  a  unique, 
state-owned  venture  capital  company  which 
can  provide  flexible  financing  for  working 
capital  needs  and  real  estate  development 
projects  when  there  is  a  clear  public  benefit. 

CDFC  investments  are  made  in  conjunction 
with  Community  Development  Corporations 
(CDCs)  which  are  organized  to  promote  eco- 
nomic development  in  targeted  areas  of  the 
Commonwealth. 

In  1975,  Governor  Dukakis  and  the  Massa- 
chusetts Legislature  enacted  a  law  creating 
CDFC,  a  public  corporation,  with  a  nine- 
member  board  of  directors  which  includes 
representatives  of  government,  business, 
organized  labor,  and  community  groups. 


COVER:  Photographs  of  CDFC  Investments. 
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Management  Letter  FY  1984 


Exceptional  productivity  best  describes  CDFC's 
activities  this  past  year.  During  that  time,  the 
corporation  committed  a  record  $4,447,000  to 
twenty-one  venture,  real  estate,  and  small  loan 
guarantee  projects  and  one  special  legislative 
demonstration  project.  These  projects  have  con- 
tributed to  the  improvement  of  local  economies 
and  opportunities  for  local  residents  in  sixteen 
distressed  communities  in  the  state. 

These  investments  resulted  in  direct  economic 
benefits  to  the  Commonwealth  and  to  the  cities 
and  towns  where  the  enterprises  are  located. 
Current  CDFC  investments  translate  into  757  full- 
time  jobs,  1353  units  of  housing  and  $4,347,000 
in  annual  federal  and  state  withholding  taxes 
paid.  In  addition,  the  $21,901,286  generated  in 
annual  payrolls  of  CDFC  portfolio  companies 
created  a  multiplier  effect  which  further  stimu- 
lated the  local  economies. 

Equally  important,  CDFC  continues  to  demon- 
strate its  ability  to  structure  unique  financing  solu- 
tions for  the  problems  of  small  business  and  local 
economic  development.  The  upsurge  in  the  num- 
ber of  private  financial  institutions  that  requested 
CDFC's  participation  indicates  that  the  agency 
has  indeed  found  its  financing  niche  as  a  key 
lever  of  working  capital  financing. 

This  year  all  three  of  our  investment  programs 
were  well  utilized  in  a  diversity  of  projects 
throughout  the  Commonwealth.  The  Venture 
Capital  Investment  Program  committed 
$1,650,000  to  five  CDC-sponsored  enterprises,  for 
an  average  investment  size  of  $330,000.  Every 
CDFC  dollar  leveraged  an  additional  five  dollars 
of  public  and  private  investment. 


In  the  Community  Development  Investment 
Program,  the  agency  committed  $1,932,00  to  ten 
CDC  real  estate  projects— seven  housing  develop- 
ments with  a  low-to  moderate-income  focus,  and 
three  commercial  projects  that  will  revitalize 
vacant  neighborhood  properties.  CDFC's  invest- 
ments were  instrumental  in  increasing  the 
capacity  of  CDCs  to  act  as  developers  of 
affordable  housing  and  commercial  property. 

CDFC's  Small  Loan  Guarantee  Program  gained 
momentum  with  six  new  guarantee  commitments 
aggregating  $115,000.  These  guarantees  provided 
small  companies  with  new  financings  of  $336,400 
and  strengthened  the  relationship  between  CDCs, 
CDFC,  and  CDC-area  banks. 

This  year  CDFC  made  commitments  to  two 
innovative  demonstration  programs  that  are 
especially  noteworthy: 

•  CDFC  brought  a  $500,000  flexible  equity-like 
commitment  to  the  Boston  Housing  Partner- 
ship. CDFC's  participation  supports  the  CDCs 
directly  involved  in  providing  over  700  units  of 
rehabilitated  housing  in  this  $30,000,000  effort. 

•  Special  legislation  authorized  CDFC  to  explore 
the  feasibility  of  a  speculative  industrial  shell 
building  in  northern  Berkshire  County.  After 
conducting  this  study,  CDFC  structured  a 
$750,000  financing  package  for  North  Adams 
that  allowed  the  project  to  proceed  with  the 
involvement  of  a  local  development  group,  the 
city,  the  CDC,  a  consortium  of  local  banks  and 
the  Massachusetts  Industrial  Finance  Agency 
(Ml  FA). 

CDFC  also  offered  more  support  to  CDCs  with 
its  technical  assistance  program.  CDFC  con- 
tracted with  the  Community  Economic  Develop- 
ment Assistance  Corporation  (CEDAC)  to  provide 
assistance  to  CDCs  for  real  estate  projects. 

CDFC  staff  and  outside  consultants  assisted 
eight  CDCs  with  venture  analysis,  market 
research  and  financial  packaging  in  connection 
with  nineteen  different  projects. 

CDFC's  efforts  in  1984  set  a  new  standard  for 
responsive  economic  development  investing.  Our 
challenge  for  1985  is  to  further  improve  the  joint 
CDC/CDFC  record  and  to  continue  weaving  the 
community  development  process  into  the  fabric 
of  the  Commonwealth's  economic  growth. 


M 


Charles  T  Grigsby 
President 


A 


John  E.  Marston 
Chairman 
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Venture  Capital  Program 


CDFC  offers  three  investment  programs  for 
economic  development,  the  Venture  Capital 
Program,  the  Community  Development  Pro- 
gram, and  the  Small  Loan  Guarantee  Program. 
CDFC  funds  are  available  to  those  projects 
which  have  a  clear  public  benefit,  can  demon- 
strate the  potential  for  financial  viability,  are 
unable  to  meet  their  capital  needs  in  the  tradi- 
tional markets,  and  have  the  sponsorship  of 
an  eligible  CDC. 

The  Venture  Capital  Investment  Program 
provides  debt  and  equity  financing  to  viable, 
small  businesses.  The  preferred  investment 
range  is  $75,000  to  $300,000  with  CDFC  pro- 
viding up  to  one-third  of  the  total  financing 
required.  CDFC  will  often  subordinate  its 
loans  to  secure  the  participation  of  other 
public  and  private  financing  sources.  In  most 
venture  deals,  CDFC's  equity  position  in  the 
company  is  shared  with  the  participating  CDC. 


yobs  Created  or  Retained 
Through  CDFC  Investments 
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ChemDesign  Corp. 
Fitchburg,  MA 

(  DFC's  early  commitment 
of  $250,01)0  leveraged  a 
$6.  5  milium  finan<  ing 
pat  kage  for  the  start-up  of 
(  heml  h'sign.  (  hemDcsign 
will  i  onstrui  /  ,i  new  manu 
f\u  luring  I. h  Hit)  on  an  II 
at  re  induslnal  site  in  the 


Cleghorn  neighborhood  to 
develop,  manufacture  and 
market  fine  chemicals.   I  he 
Cleghorn  NDC  sponsored 
this  development  proposal 
whk  h  will  (  reale  75  perma- 
nent jobs,  utilize  available 
industrial  land,  and  un  rcd.si 
s/,i/c  ,i/)(/  /<)<  ,i/  /,i\  revenues 


York  Wholesale  Co.,  Inc. 
Haverhill,  MA 

York  Wholesale  is  .1  whole- 
saler of  dimensional  lumber 
and  plywoods.  CDFt  '.s 
$400,000  investment  and 
Waller  E.  Hellei  Co.'s  $1.0 
million  c  redit  line  financed 
the  leveraged  buy-out  which 
enabled  lohn  Pondelli  to 


<i<  quire  c  onlrol  ol  York 
Wholesale.   The  Greater 
I  laverhill  (  D(    sponsored 
the  venture  proposal 
/)(■(  du.se  York  Wholesale 
vmplo)  s  /.r>  area  residents 
and  is  an  important  con- 
tributor to  the  /(« ,1/ 
economy. 


Community  Development  Program 


The  Community  Development  Investment 
Program  offers  flexible,  short-  to  medium-term 
financing  for  CDC-sponsored  real  estate  proj- 
ects. The  program  is  designed  to  assist  CDCs 
to  develop  affordable  housing,  revitalize  com- 
mercial and  industrial  property,  and  strengthen 
their  developmental  and  financial  capacity. 
CDFC  can  provide  20%  of  a  project's  cost,  up 
to  $250,000,  for  the  financing  of  specific  and 
recoverable  development  expenses,  or  as  one 
of  the  sources  of  CDC  equity  for  a  real  estate 
project. 


Pierce  Building 
Dorchester 
Boston,  MA 

The  two-year  effort  by  the 
Dorchester  Bay  Economic 
Development  Corporation 
(DBEDO  to  develop  the 
20,000  square  foot  Pierce 


Building  in  Upham's  Corn- 
er, Dorchester  will  result  in 
a  Rix  Super  Drugstore  and 
ten  artist  workshops. 
(  DIC's  $100,000  was  part 
of  a  $660,000  financing 
package  which  included 
other  publ'u  and  private 
lenders  and  investors.  The 


Pierce  projec  t  will  <  revile 
and  retain  approximately 
25  jobs  mostly  to  he  lilted 
by  low-and  moderate-in 
c  ome  residents  ol  Don  lies 
tei.   This  redevelopment 
project  represents  an  im- 
portant step  in  //)c  c(  <>- 
nomic  revitalization  ol 


Upham's  (  orner  and  ( Ivai 
ly  demonstrates  that  the 
right  (  omhination  <>/(/)( 
leadership  and  public/ 
private  financ  ing  can  pro- 
din  e  positive  results  lor  a 
neighborhood. 


Villa  Victoria 
South  End 
Boston,  MA 

The  Villa  Victoria  Commu- 
nity Center  will  be  a  multi- 
use  community  facility  serv- 
ing the  Hispanic  residents 
of  Boston.  CDFC's  $250,000 
loan  to  Inquilinos  Boricuas 
En  Accion  (IBA)  was  part  of 
a  $1.3  million  financing 
package  for  the  redevelop- 
ment of  the  former  All  Saints 
Church  in  the  South  End  of 
Boston.  The  Villa  Victoria 
project  will  return  a  blighted 
building  to  productive  use, 
generate  new  tax  revenues 
for  the  City,  and  increase 
the  institutional  strength 
and  capacity  of  the  CDC  by 
adding  substantially  to  the 
assets  and  programs  ol  IBA. 


34  Prince  St.  Apartments 
Salem,  MA 

CDFC  provided  the  gap  fi- 
nancing which  completed 
a  $265,000  financing  pack- 
age and  enabled  the  Salem 
Harbor  CDC  to  close  on  the 
34  Prince  Street  property. 
The  renovation  of  this 
building  in  the  Point  neigh- 
borhood of  Salem  will  re- 
sult in  eight  new  units  of 
low-income  housing,  seven 
of  which  have  rental  subsi- 
dies through  Section  8  Mod 
Rehab  contracts.  CDFC's  in- 
vestment was  an  important 
factor  in  assisting  the  CDC 
in  providing  affordable 
housing  and  strengthening 
its  capacity  to  manage  and 
develop  other  properties. 


Housing  Units  Created 


1984  n 
1983  C 
1982  B 
1981   E. 


73  units 


168  units 

1  186  units 


305  units 


Commercial  Space  Created/Renovated   , 


1984 
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1983  ESS 
1982   [ 


33,520  sq.  ft. 


19,000  sq.  ft. 


83,000  sq.  ft. 


Small  Loan  Guarantee  Program 


The  Small  Loan  Guarantee  Program 
broadens  the  availability  of  commercial  credit 
to  very  small  businesses  located  in  CDC  target 
areas.  CDFC  developed  the  program  to  extend 
its  financing  capabilities  to  those  concerns 
requiring  smaller  amounts  of  capital  (under 
$50,000)  through  a  streamlined  process  that 
minimizes  processing  time  and  administrative 
costs.  CDFC's  loan  to  the  CDC  provides  the 
cash  collateral  to  secure  a  CDC  guarantee  of 
50%,  up  to  $25,000,  of  an  approved  bank 
loan  to  a  small  business.  By  reducing  the 
bank's  exposure,  the  guarantee  effectively 
expands  commercial  credit  and  lowers  the 
lending  rate  to  small  businesses. 


New  England  Tank  and 
Welding  Corporation 
Lawrence,  MA 

CDFC's  $20,000  loan  to 
the  Arlington  CDC  enabled 
two  entrepreneurs  to  pur- 
chase the  assets  of  New 
England  Tank,  a  steel  and 
sheet  metal  fabrication  busi- 
ness in  Lawrence,  MA.  The 
guarantee  secured  a  $40,000 
loan  from  Bank  of  New  Eng- 
land which  served  as  the 
down-payment  on  the  pur- 
chase of  the  business.  The 
planned  expansion  and  sales 
growth  of  New  England 
Tank  will  result  in  six  full- 
time,  skilled  positions 
within  the  first  year. 


Plymouth  County  Medical 
Laboratory,  Inc. 
Brockton,  MA 

CDFC's  $25,000  loan  guar- 
antee, through  the  Brockton 
Community  Development 
Corporation  (BCDC),  lever- 
aged a  $50,000  working 
capital  loan  from  the  Peo- 
ple's Savings  Bank  to  fund 
the  expansion  of  Plymouth 
County  Medical  Laboratory, 
Inc.  The  company  currently 
employs  twelve  local  resi- 
dents in  providing  hema- 
tology, bacteriology  and  tis- 
sue pathology  services. 
Plymouth  Medical  expects 
business  growth  and  in- 
creased sales  to  support  six 
to  ten  new  hires  in  the  first 
year. 
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Technical  Assistance  Program 


CDFC  can  provide  Technical  Assistance  to 
CDCs  for  the  analysis,  development,  and 
financial  packaging  of  business  ventures. 
Eligible  CDCs  may  apply  to  CDFC  for  tech- 
nical assistance  which  may  be  provided  by 
CDFC  staff  or  consultants.  CDFC  has  con- 
tracted with  the  Massachusetts  Community 
Economic  Development  Assistance  Corpora- 
tion (CEDAC)  to  provide  CDCs  with  technical 
assistance  for  real  estate  projects. 


Wood  Industry  Group 
Hilltown  CDC 
Chesterfield,  MA 

The  Hilltown  CDC  formed 
the  Wood  Industry  Croup 
to  determine  how  its  forest 
resource  (  ould  he  usee/  to 
economic  ally  benefit  I  lill- 
town  residents  while  im- 
proving the  forest  lor  future 
generations.  CDFC  provided 
financial  assistani  e  to  the 
I  lilltown  CDC  tor  consult- 


ants' services  and  prepara- 
tion of  a  market  feasibility 
study.  CDFC  also  serves  on 
the  Wood  Industry  advisory 
committee.  Our  on-going 
technical  assistance  and 
continued  support  of  the 
Wood  Industry  project  has 
enabled  the  I  lilltown  CDC 
to  pursue  one  ol  its  devel- 
opment priorities,  self- 
sufficiency. 
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Investment  Portfolio  and  Loan  Commitments 


CDFC 

Project 

Investment 

Portuguese  American 

Publications,  Inc. 

Fall  River 

$ 

90,000 

New  England  Soy  Dairy,  Inc. 

Greenfield 

$ 

200,000 

Cybermation,  Inc. 

Cambridge 

$ 

229,357 

North  End  Project 

Springfield 

$ 

1 35,000 

South  End  Press 

South  End/Boston 

$ 

200,000 

Artsmiths,  Inc. 

North  Adams 

$ 

1 25,000 

P&M  Wood  Products,  Inc. 

Deerfield 

$ 

250,000 

Computer  Component  Systems, 

Inc. 

Lawrence 

$ 

250,000 

Rim  Plastics,  Inc. 

Jamaica  Plain/Boston 

$ 

125,000 

St.  George  Memorial 

Medical  Center 

Springfield 

$ 

10,000 

Adams  Print  Works,  Inc. 

Adams 

$1,325,000 

Hilltown  Small  Loan  Program 

Chesterfield 

$ 

55,400 

Boston  Bank  of  Commerce 

Boston 

$ 

800,088 

Dimock-Bragdon  Housing,  Inc. 

Jamaica  Plain/Boston 

$ 

1 50,000 

ChemDesign  Corp. 

Fitchburg 

$ 

250,000 

Bohio  Development  Corp. 

Roxbury/Boston 

$ 

78,147 

Villa  Borinquen  Corp. 

Springfield 

$ 

158,274 

PracTek  Associates,  Inc. 

Chicopee 

$ 

250,000 

Family  Foodland,  Inc. 

Roxbury/Boston 

$ 

125,000 

Boston  Shipyard  Corp. 

East  Boston 

$ 

500,000 

Municipal  Building 

Fields  Corner/Boston 

$ 

220,000 

CDFC 

Project 

Investment 

Pierce  Building 

Dorchester/Boston 

$ 

98,450 

34  Prince  Street  Apartments 

Salem 

$ 

16,000 

York  Wholesale  Co.,  Inc. 

Haverhill 

$ 

400,000 

Lawrence  Textile  Shrinking  Co.,  Inc. 

Lawrence 

$ 

100,000 

Knight  Tool  Company,  Inc. 

Haverhill 

$ 

250,000 

Arlington  Small  Loan  Program 

Lawrence 

$ 

20,000 

Franklin  County  Small 

Loan  Program 

Greenfield 

$ 

1 5,000 

Brockton  Small  Loan  Program 

Brockton 

$ 

25,000 

Cleghorn  Small  Loan  Program 

Fitchburg 

$ 

50,000 

Greater  Roxbury  Small 

Loan  Program 

Roxbury/Boston 

$ 

5,750 

Neighborhood  Partnership 

Holyoke 

$ 

15,700 

Villa  Victoria  Community  Center 

South  End/Boston 

$ 

250,000 

Midtown  Plaza 

Winchester  Square/Springfield 

$ 

164,756 

Northeastern  Townhouses 

Somerville 

$ 

250,000 

Back  of  the  Hill  Modular  Housing 

Mission  Hill/Boston 

$ 

32,000 

Lyman  School 

East  Boston 

$ 

28,500 

Baltimore  Brush  Building 

Roxbury/Boston 

$ 

426,000 

Boston  Housing  Partnership 

Boston 

$ 

500,000 

Hardman  Park  Industrial  Building 

North  Adams 

$ 

750,000 

Replacement  Housing  Program 

North  End/Springfield 

$ 

250,000 

TOTAL 

$9,173,422 
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Accountants'  Report 


August  6,  1984 


Board  of  Directors 

Massachusetts  Community  Development 

Finance  Corporation 

131  State  Street 

Boston,  MA  02109 

Gentlemen: 

We  have  examined  the  balance  sheet  of 
Massachusetts  Community  Development 
Finance  Corporation  at  June  30,  1984  and 
June  30,  1983  and  the  related  income  statement 
and  statement  of  changes  in  financial  position 
for  the  years  then  ended.  Our  examination  was 
made  in  accordance  with  generally  accepted 
auditing  standards,  and  accordingly,  included 
such  tests  of  the  accounting  records  and  such 
other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

As  discussed  in  Note  3,  portfolio  investments 
amounting  to  $2,711,226  have  been  valued  at 
fair  value  as  determined  by  management  of  the 
Corporation.  We  have  reviewed  the  procedures 
applied  by  management  in  valuing  such  securities 
and  have  inspected  underlying  documentation. 
While  in  the  circumstances,  the  procedures 
appear  reasonable  and  the  documentation 
appropriate,  determination  of  fair  value  involves 
subjective  judgment  which  is  not  susceptible  to 
substantiation  by  auditing  procedures. 

In  our  opinion,  subject  to  the  effects,  if  any, 
on  the  financial  statements  of  the  valuation  of 
securities  as  described  in  the  preceding  para- 
graph, the  above-mentioned  financial  statements 
present  fairly  the  financial  position  of  Massa- 
chusetts Community  Development  Finance 
Corporation  as  of  June  30,  1984  and  June 
30,  1983  and  the  results  of  its  operations  and 
changes  in  its  financial  position  for  the  years 
then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a 
basis  consistent  with  that  of  the  preceding  year. 

GORSEY  &  WOLL 
Certified  Public  Accountants 
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Income  Statement 


INVESTMENT  INCOME: 


Year 

Year 

Ended 

Ended 

6-30-84 

6-30-83 

718,445 

$       920,896 

219,875 

161,740 

51,052 

27,600 

15,354 

— 

Interest  on  Marketable  Securities  and 

Short-term  Investments 
Interest  on  Portfolio  Investments 
Capital  Gains  on  Securities 
Recovery  of  Prior  Losses 


TOTAL  INCOME 


1,004,726 


1,110,236 


EXPENSES: 


Salaries  and  Related  Expenses 
Consulting  and  Other  Professional  Fees 
Occupancy  Expenses 
General  and  Administrative  Expenses 


285,275 

206,414 

213,392 

480,959 

87,067 

88,224 

64,414 

53,719 

TOTAL  EXPENSES 

650,148 

829,316 

NET  INVESTMENT  INCOME 

354,578 

280,920 

REALIZED  AND  UNREALIZED  LOSS  ON  INVESTMENTS: 

Realized  Loss  on  Liquidated  Investments  (Note  5) 
Net  Transfers  to  Realized  Loss  (Unrealized  Loss) 
on  Investments  (Note  5) 

(2,244,242) 
691,253 

(544,802) 
(552,349) 

NET  LOSS  FROM  OPERATIONS  AND  INVESTMENTS 
RETAINED  EARNINGS,  at  beginning 
Less-Prior  Period  Adjustments 

(1,198,411) 
790,923 

(816,231) 
1,618,677 
(11,523) 

RETAINED  EARNINGS,  at  end 

$      (407,488) 

$       790,923 

Statement  of  Changes  in  Financial  Position 


SOURCES  OF  FUNDS: 


Year 

Year 

Ended 

Ended 

6-30-84 

6-30-83 

Net  Investment  Income 

Add-Non-cash  charges  to  income: 
Depreciation  and  Amortization 


$       354,578 
9,813 


$       280,920 


5,516 


Funds  Derived  from  Operations 
Decrease  in  Cash 
Decrease  in  Marketable  Securities 

and  Short-term  Investments 
Increase  in  Obligation  under  Capital  Lease 


364,391 
108,048 

868,631 


286,436 
(229,940) 

2,697,614 
11,580 


TOTAL  FUNDS  PROVIDED 


$    1,341,070 


$    2,765,690 


APPLICATION  OF  FUNDS: 


Investments  in  Portfolio  Securities 
Increase  in  Advances  to  Portfolio  Company 
Increase  in  Prepaid  Expenses  and  Other  Assets 
Acquisition  of  Fixed  Assets 
Reduction  in  Obligation  under  Capital  Lease 
Decrease  in  Accounts  Payable  and  Accrued  Liabilities 
Decrease  in  Deferred  Items 
Prior  Period  Adjustments 


1,250,456 

$    2,657,157 

25,000 

— 

2,212 

(6,521 

23,256 

23,031 

1,746 

1,267 

38,400 

29,695 

— 

49,538 

— 

11,523 

TOTAL  FUNDS  APPLIED 


$     1,341,070 


$2,765,690 


The  accompanying  notes  are  an  integral  part  o(  this  statement. 
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Notes  to  Financial  Statements 


NOTE  1 
ORGANIZATION 

The  Massachusetts  Community  Development  Finance 
Corporation  (MCDFC)  was  formed  in  1975  under  Chapter 
40F  of  the  Massachusetts  General  Laws  to  invest  in  conjunc- 
tion with  local  community  development  corporations.  Such 
investments  are  restricted  to  those  business  enterprises 
located  in  geographic  areas  in  Massachusetts  defined  as 
economical iy  depressed. 

MCDFC  issued  500,000  shares  of  common  stock,  $10  par 
value,  to  the  Commonwealth  of  Massachusetts  on  December 
8,  1977  and  500,000  shares  on  March  22,  1978.  The  pro- 
ceeds of  $10,000,000  from  the  sale  of  common  stock  may  be 
invested  in  eligible  businesses  in  Massachusetts  or  in  certain 
securities  as  defined  in  Section  38  of  Chapter  29  of  the 
General  Laws. 

NOTE  2 

SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES: 

Revenue  Recognition: 

MCDFC  records  interest  income  only  to  the  extent  manage- 
ment anticipates  such  amounts  will  be  collected.  Fees  for 
other  services  are  accrued  at  the  time  services  are  provided. 

Portfolio  Investment  Valuation: 

Notes,  debentures  and  capital  stock  investments  were  valued 
at  $2,711,226  at  June  30,  1984,  based  on  the  determination 
by  management  of  MCDFC.  The  values  assigned  to  the 
investments  are  considered  to  be  the  amounts  which  could 
be  realized  from 'an  orderly  sale  or  other  disposition  of  the 
investments. 

In  making  its  valuations,  management  considered  the  cost 
of  the  investments  of  MCDFC,  current  and  past  operating 


results  of  the  investees,  the  quoted  prices  of  securities  that 
are  publicly  traded,  and  other  factors  pertinent  to  the 
valuation  of  the  investments.  There  is  no  public  market  for 
most  of  the  investments.  Management,  in  making  its  evalua- 
tion, has  in  many  instances  relied  on  financial  data  of 
investees  and  on  estimates  by  management  of  the  investee 
companies  as  to  the  effect  of  future  developments. 

MCDFC  has  acquired  portfolio  investments  by  direct 
purchase  from  the  issuer  under  investment  representation, 
and  has  valued  the  securities  on  the  premise  that  they  may 
not  be  sold  without  registration  under  the  Securities  Act  of 
1933.  The  cost  of  portfolio  investments  acquired  by  MCDFC 
were  the  result  of  direct  negotiation  between  MCDFC  and 
the  issuer. 

Marketable  Securities  and  Short-term  Investments: 

Marketable  Securities  and  Short-term  Investments  consisting 
primarily  of  Certificates  of  Deposit  are  carried  at  cost  which 
approximate  market.  MCDFC  intends  to  hold  such  invest- 
ments until  maturity  and,  accordingly,  does  not  recognize 
gains  or  losses  as  a  result  of  holding  such  securities. 

Depreciation: 

Depreciation  is  provided  for  office  furniture,  fixtures  and 
equipment  using  the  straight-line  method  over  estimated 
useful  lives  ranging  from  three  to  ten  years. 

Amortization: 

Amortization  is  provided  on  leasehold  improvements  and 
equipment  under  capital  lease  using  the  straight-line  method 
over  the  term  of  the  leases. 

Income  Taxes: 

MCDFC,  an  instrumentality  of  the  Commonwealth  of  Massa- 
chusetts, is  not  subject  to  any  state  or  federal  income  taxes. 


NOTE  3 

INVESTMENTS  IN  PORTFOLIO  SECURITIES: 

Investments  in  portfolio  companies  consisted  of  the  following: 


Cost 

Interest 
and  Penalty 

Total 

Valuation 

$      20,000 

$         113 

$ 

20,113 

$      20,113 

35,897 

862 

36,759 

36,759 

136,000 
400,044 
264,044 

— 

136,000 
400,044 
264,044 

257,500 
238,400 

Arlington  CDC 

Small  Loan  Guarantee  Program:  New  England  Tank  Co.,— 
6.67%  term  loan  due  April,  1989 

Bohio  Development  Corp. 

8%  term  loan,  due  in  instalments  through  February,  1988 

Boston  Bank  of  Commerce 

8160  sh.  Common  Stock 
372  sh.  Pref.  Stock  CI.  A 
237  sh.  Pref.  Stock  CI.  B 

Boston  Shipyard  Corporation 

12%  term  loan,  due  in  instalments  through  May,  1992 

Brockton  CDC 

Small  Loan  Guarantee  Program: 

Plymouth  County  Medical  Lab— 9.85%  term  loan  due  March,  1985 

Chem Design  Corporation 

2,500  sh.  Common  Stock 

Cybermation,  Inc. 

12%  term  loan,  due  in  instalments  through  February  1994 
10%  term  loan,  due  in  instalments  through  May,  1986 

Dtmock-Bragdon  Apartments 

10%  term  loan,  due  in  instalments  through  February,  1987 
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500,000 


6,667 


506,667 


506,667 


25,000 

479 

5,479 

25,479 

50,000 

— 

50,000 

"0,000 

114,991 
56,500 

2,125 
2,354 

117,116 
58,854 

117,116 
58,854 

150,000 

17,292 

167,292 

167,292 

$1,752,476 

$      29,892 

$1,782,36? 

$1,478,180 

NOTE  3  Continued: 


Cost 


Interest 
and  Penalty 


FORWARD 

Family  Foodland 

8%  term  loan,  due  in  instalments  through  November,  1991 
12%  term  loan,  due  in  instalments  through  November,  1993 

Greek  Parish  House 

12%  term  loan  due  November,  1984 

Hilltown  CDC 

Small  Loan  Guarantee  Program  consisting  of  four  term  loans  as  follows: 

Christopher  Duval  due  July,  1985 

John  Coster  and  Maureen  O'Brien  due  September,  1987 

Softwhere,  Inc.  due  February,  1989 

Robert  Aeschback  due  February,  1988 

Neighborhood  Partnership 

10.25%  demand  loan 

New  England  Soy  Dairy 

12%  term  loan,  due  in  instalments  through  April,  1987 
4,470  sh.  Common  Stock 

North  End  Project 

12%  term  loan,  due  in  instalments  through  June,  1987 

Portuguese  American  Publications,  Inc. 

10%  term  loan,  due  in  instalments  through  November,  1986 
27  sh.  Common  Stock 

PracTek  Associates 

11.25%  term  loan,  due  in  instalments  through  July,  1987 
16,250  sh.  Common  Stock 

Salem  Harbor  CDC 

Small  Loan  Guarantee  Program:  34  Prince  Street  Apartments— 
8%  term  loan,  due  in  instalments  through  December,  1991 

South  End  Press,  Inc. 

12%  term  loan,  due  in  instalments  through  September,  1987 
Term  loan,  due  in  instalments  through  June,  2002— 
10%  through  June,  1986  and  15%  thereafter 

Villa  Borinquen 

9%  term  loan,  due  in  instalments  through  February,  1987 

York  Wholesale 

12%  term  loan,  due  in  instalments  through  June,  1991 
45  sh.  Common  Stock 


$1,752,476 

50,000 
38,439 

8,000 


15,700 


50,000 


$      29,892 

333 

384 

356 


67 


Total 


$1,782,368 

50,333 
38,823 

8,356 


15,767 


50,000 


Valuation 


$1,478,180 

50,333 
38,82  3 

8,356 


2,500 

14 

2,514 

2,514 

4,500 

25 

4,525 

4,525 

5,000 

141 

25,141 

25,141 

7,162 

39 

7,201 

7,201 

15,767 


71,134 
100,000 

756 

71,890 
100,000 

71,890 
50,000 

90,075 

1,982 

92,057 

92,05/ 

60,570 
30,000 

13,624 

74,194 
30,000 

30,285 

125,000 
125,000 

1,172 

126,172 
125,000 

126,172 

15,639 

310 

15,949 

15,949 

146,849 

5,874 

152,723 

129,56$ 

40,000 

667 

40,667 

66/ 

158,274 

3,313 

161,587 

161,58/ 

350,000 

2,216 

352,216 

352,216 

50,000 


Total 


$3,266,318 


$   61,165 


$3,327,483 


$2,711,226 


NOTE  4 
COMMITMENTS: 

Commitments  at  June  30,  1984  include  (a)  additional  funding 
to  companies  listed  in  Note  3,  in  the  amount  of  $290,669 
and  (b)  $1,454,950  to  eligible  companies  on  which  MCDFC's 
Board  of  Directors  had  voted  approval,  for  a  total  of 
$1,745,619. 
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NOTE  5 

REALIZED  AND  UNREALIZED  LOSS  ON  INVESTMENTS: 

The  realized  loss  on  liquidated  investments  and  unrealized 
loss  on  investments  for  the  year  ended  June  30,  1984  was 
comprised  as  follows: 


pe 

Valuation 
6-30-84 

Cost  or 

Valuation 
6-30-83 

Realized 

Loss  on 

Liquidated 

Investments 

Unrealized 

Loss  on 

Investments 

(Transfers  to 

Realized  Loss) 

1 
2 

$ 

$     128,246 
955,531 

$    521,542 
955,531 

$     (393,296) 

1 
2 

— 



50,000 
88,034 

(50,000) 
(88,034) 

1 

495,900 

548,100 

— 

52,200 

1 
2 



77,250 

10,000 
229,046 

(10,000) 
(151,796) 

1 

50,000 

75,000 

— 

25,000 

1 
2 

— 

94,310 

25,000 
259,303 

(25,000) 
(164,993) 

2 

30,285 

51,293 

— 

21,008 

1 

— 

125,000 

— 

125,000 

1 
2 



34,444 

12,500 
93,286 

(12,500) 
(58,842) 

2 

— 

40,000 

— 

40,000 

Adams  Print  Works,  Inc. 

Artsmiths,  Inc. 

Boston  Bank  of  Commerce 
Computer  Component  Systems,  Inc. 

New  England  Soy  Dairy,  Inc. 
P  &  M  Wood  Products,  Inc. 

Portuguese  American  Publications,  Inc. 
PracTek  Associates 
Rim  Plastics,  Inc. 

South  End  Press 


Total 


$    576,185 


$2,129,174 


$2,244,242 


Types:  (1)  common  stock;  (2)  notes  or  debentures 

NOTE  6 

INVESTMENT  RESTRICTIONS: 

Chapter  40F,  paragraph  4,  of  the  Massachusetts  General  Laws 
restricts  the  utilization  of  the  proceeds  of  MCDFC's  original 
$10,000,000  stock  issuance  (less  losses  on  portfolio  company 
investments)  to  either  investments  in  eligible  enterprises  as 
defined  in  the  statute  (primarily  businesses  located  in  eco- 
nomically depressed  areas  of  Massachusetts)  or  securities 
eligible  under  Section  38  of  Chapter  29  (primarily  high-grade 
bonds,  notes  or  bank  instruments).  At  June  30,  1984,  assets 
subject  to  the  aforementioned  investment  restrictions 
amounted  to  $5,728,984. 

NOTE  7 

CONSULTING  AGREEMENT: 

On  July  1,  1983,  MCDFC  entered  into  a  consulting  agreement 
with  Massachusetts  Community  Economic  Development 
Assistance  Corporation  (CEDAC),  for  the  period  July  1,  1983 
through  June  30,  1984.  CEDAC  is  responsible  for  providing 
MCDFC  with  training  and  other  technical  assistance. 
Amounts  expensed  for  1984  and  1983  were  $102,804  and 
$200,000  respectively.  The  parties  have  agreed  in  principle  to 
renew  the  contract  through  June  30,  1985. 


$    (691,253) 


NOTE  8 

DEFERRED  COMPENSATION  PLAN: 

MCDFC  has  a  deferred  compensation  plan  covering  substan- 
tially all  employees.  Terms  of  the  agreement  require  mini- 
mum annual  contributions  of  10%  of  salaries.  Contributions 
charged  to  operations  in  1984  and  1983  were  $22,558  and 
$18,402  respectively. 

NOTE  9 
LEASES: 

Effective  March  1,  1984,  MCDFC  leased  office  space  under  a 
three-year  operating  lease.  Terms  of  the  lease  require  mini- 
mum annual  rental  payments  of  $58,125,  and  provide  for 
additional  rental  payments  for  increases  in  real  estate  taxes 
and  operating  expenses.  Rental  expense  charged  to 
operations  amounted  to  $59,139  in  1984. 
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Board  of  Directors 


John  E.  Marston 

Chairman 

Senior  Vice  President,  U.S.  Trust  Company 

Richard  P.  Courchesne 
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President,  Old  Holyoke  Development  Corporation 

Evelyn  F.  Murphy 
Secretary  of  Economic  Affairs 
Represented  by  Linda  Noonan 
Assistant  Secretary  of  Economic  Affairs 

Amy  Anthony 

Secretary  of  Communities  and  Development 

Represented  by  Langley  Keyes 

Special  Assistant  for  Policy  Development 

Frank  T.  Keefe 

Secretary  of  Administration  and  Finance 

Represented  by  Tunney  Lee 

Deputy  Commissioner 

Department  of  Capital  Planning  and  Operations 

Albert  F.  Caldarelli 

Executive  Director 
East  Boston  CDC 

Joseph  A.  Gangi 

Carpenters  Local  III 

James  K.  Griffin,  Jr. 

Executive  Vice  President 

La  Bonte  Diversified  Development,  Inc. 

Jorge  N.  Hernandez 

Executive  Director 

Inquilinos  Boricuas  en  Accion  (IBA) 
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Staff 
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Richard  H.  Demers 

Legislative  Liaison 

Thomas  F.  Maloney 

Financial  Officer 

Sheila  Callahan  Keely 

Administrative  Assistant 
Judith  M.  Buckley 

Secretary/Bookkeeper 
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Boston,  Massachusetts 

Legal  Counsel 

Gorsey  &  Woll 
Boston,  Massachusetts 
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